
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

I n  t h e  Matter of: 

THE APPLICATION OF LAUREL COUNTY 1 
WTER DISTRICT NO. 2 FOR THE 
INCREASE OF CERTAIN NON-RECURRING ) 
CHARGES 1 

CASE NO. 9638 

O R D E R  

On J u l y  7 ,  1 9 8 6 ,  L a u r e l  C o u n t y  Water D i s t r i c t  NO. 2 ( “ m u r e l  

No. 2 ” )  f i l e d  t a r i f f s  w i t h  t h e  Commiss ion  t o  i n c r e a s e  t a p  o n  fees 

and c e r t a i n  n o n - r e c u r r i n g  s e r v i c e  c h a r g e s  w i t h  a proposed 

e f f e c t i v e  d a t e  of A u g u s t  1, 1986. 

T h e  Commiss ion  is of t h e  o p i n i o n  and  f i n d s  t h a t 8  p u r s u a n t  to  

KRS 278.190, f u r t h e r  p r o c e e d i n g s  a r e  n e c e s s a r y  i n  order  to 

determine t h e  reasonableness of t h e  p r o p o s e d  r a t e s  and t h a t  s u c h  

p r o c e e d i n g s  c a n n o t  be c o m p l e t e d  p r i o r  t o  t h e  proposed e f f e c t i v e  

dates .  

P u r s u a n t  to  807 KAR 5:Ollr S e c t i o n  10, L a u r e l  No. 2 m u s t  

submit to the Commiss ion  t h e  f o l l o w i n g  i n f o r m a t i o n :  

( 1 )  Each requested ra te  r e v i s i o n  m u s t  be a c c o m p a n i e d  by: 

(a) A s p e c i f i c  cost  j u s t i f i c a t i o n  f o r  t h e  p r o p o s e d  r a t e s  

and a f u l l  de sc r ip t ion  of t h e  e q u i p m e n t  or se rv ice  provided under 

tariff (807 KAR 5:001, sec t ion  6(2c)). The proposed rates s h o u l d  

a t  l e a a t  c o v e r  i n c r e m e n t a l  Costs, a n d  a r e a s o n a b l e  c o n t r i b u t i o n  to  

o v e r h e a d .  I n c r e m e n t a l  costs  a r e  d e f i n e d  as t h o s e  costs w h i c h  

would be s p e c i f i c a l l y  i n c u r r e d  i n  the p r o v i s i o n  of t h i s  s e r v i c e .  



, 

( b )  A copy of t h e  p u b l i c  n o t i c e  of each r e q u e s t e d  r a t e  

r e v i s i o n  a n d  v e r i f i c a t i o n  t h a t  i t  h a s  b e e n  made p u r s u a n t  to  807  

KAR 5:011, S e c t i o n  8 .  I n  a d d i t i o n  t o  t h e  n o t i c e  r e q u i r e m e n t s  

c o n t a i n e d  i n  S e c t i o n  8 of t h i s  r e g u l a t i o n ,  the utility shall also  

mal l  a copy of its f i l i n g  t o  t h e  A t t o r n e y  G e n e r a l ' a  Conasurnex 

Protection D i v i s i o n .  The A t t o r n e y  G e n e r a l  w i l l  t h e n  have 1 0  days 

t o  n o t i f y  t h e  Commiss ion  i n  w r i t i n g  i f  i t  r e q u e s t s  a h e a r i n g  i n  a 

p a r t i c u l a r  case. 

(c) A detailed statement explaining why t h e  proposed 

c h a n g e s  c o u l d  .not  have been i n c l u d e d  in t h e  most p rev ious  general 

r a t e  Caser and why c u r r e n t  c o n d i t i o n s  p r e v e n t  deferring t h e  

proposed c h a n g e s  u n t i l  t h e  n e x t  g e n e r a l  rate request. 

( d )  An impact s t a t e m e n t  i d e n t i f y i n g  t h e  g r o u p  of 

customers affected by t h e  proposed tar iff . The impact s t a t e m e n t  

s h a l l  i d e n t i f y  p o t e n t i a l  a s  w e l l  as e x i s t i n g  c u s t o m e r a .  

( e )  A c o p y  of t h e  u t i l i t y ' s  income s t a t e m e n t  a n d  b a l a n c e  

sheet €or a r e c e n t  12-month per iod .  

( 2 )  If the additional r e v e n u e  to be g e n e r a t e d  from t h e  

pKOpOSed t a r i f f  revisions exceeds by 5 percent t h e  t o t a l  revenues 

provided by a l l  m i s c e l l a n e o u s  a n d  n o n - r e c u r r i n g  chargee f o r  a 

r e c e n t  12-month per iod,  t h e  utility must f i l e ,  i n  a d d f t i o n  to t h e  

I n f o r m a t i o n  set out In ( l ) ( a )  a b o v e ,  t h e  f o l l o w i n g :  A n  d b 8 o r p t i O n  

t e s t  showing  t h a t  t h e  a d d i t i o n a l  n e t  income g e n e r a t e d  by the 

t a r i f f  f i l i n g  w i l l  n o t  r e s u l t  in a n  i n c r e a s e  i n  t h e  r a t e  of r e t u r n  

(or other app l i cab le  v a l u a t i o n  methods)  to a l e v e l  greater  t h a n  

t h a t  which was allowed i n  t h e  m o s t  r e c e n t  rate Case. Any general 

r a t e  i n c r e a s e s  r e c e i v e d  d u r i n g  t h e  12-month period muet be 

-2- 



. 
a n n u a l i z e d .  Any s i g n i f i c a n t  cost changes may be i n c l u d e d  but must 

be documen ted  as part of the f i l i n g .  

T h e r e  is n o  n e e d  for an absorption t e s t  i n  r e l a t i o n  to tap on 

fees. These  charges are p r o p e r l y  a c c o u n t e d  fo r  as a c a p i t a l  

e x p e n d i t u r e ,  They a r e  not recorded as r e v e n u e s  a n d  have n o  impact  

o n  the  d i s t r i c t ' s  income s t a t e m e n t .  

I T  IS THEREFORE ORDERED that: 

1. The proposed r a t e s  be and they hereby are s u s p e n d e d  for 5 

months on a n d  after t h e  date of this Order.  

2. W i t h i n  30 days f rom t h e  da te  of this Order L a u r e l  No. 2 

s h a l l  file with the Commission all i n f o r m a t i o n  as h e r e i n  

p rescr ibed  i n  compliance w i t h  8 0 7  KAR 5:Oll. 

Done at F r a n k f o r t ,  K e n t u c k y ,  t h i s  1st day of August. 1986. 

PUBLIC S E R V I C E  COMMISSION 

Cha i rman  

ATTEST2 

Executive D i r e c t o r  


